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. The focus of this paper is on how owners / managers of small and medium sized Independent businesses in the music industry ( cultural entrepreneurs ) create exchange and influence behaviour when accessing finance for their businesses.
The paper is based on Leadbeater and Oakley s 2 description of a new model of work and creative production, derived from cultural entrepreneurs characteristic independence . With reference to initial findings from a major Government-sponsored research project looking at the extent to which access to finance acts as a barrier to growth for small and medium-sized enterprises (SMEs) in the Music Industry, the paper identifies some potential difficulties such independence might lead to in creating beneficial exchange. The importance of appropriate partnership and promotion strategies, effective communication skills, and financial self-sufficiency are highlighted in the context of the Industry s uncertain environment. In conclusion, it is argued that the reconciliation of the entrepreneurs independence on the one hand with the qualities that allow mutually beneficial exchange on the other, is a primary requisite for effective cultural entrepreneurship.
INTRODUCTION
The contribution of cultural entrepreneurs to the vitality and health of the country has gained increasing recognition in recent years. Over and above their role in generating new jobs and economic growth (twice that of the economy as a whole), and in promoting social cohesion and a sense of belonging, they have been seen as providing a new model of work and creative production 3 . To a significant extent this new model has been built on the technological advances that have spawned the ever-wider access to computers and the Internet. In the case of the music industry, the advent of digital distribution, or the juke box in the sky , offers huge opportunities as well as threats. The significant entrepreneurial role of SMEs in the music industry has been emphasised by the emergence of on-line music businesses using new technologies. Brindley (2000) argues that music entrepreneurs are creating new business models of music distribution in which the ultimate end game is the seamless delivery of music -anywhere, anytime and through any media . It is against this background of opportunity that the Department for Culture, Media and Sport commissioned the Small Business Research Centre, Kingston
University to investigate the extent to which access to finance acts as a barrier to growth for SMEs in the music industry. The first part of this research involved an extensive literature review, followed by 28 in-depth interviews with Industry practitioners and experts. Whilst additional research includes a quantitative analysis of over three hundred music businesses in relation to finance and growth, this paper uses the research s initial findings to shed new light on entrepreneurial activity in this industry.
THE UK CULTURAL SECTOR
It is helpful to consider some of the main characteristics of the cultural sector, prior to discussing the music industry in more detail. The UK is arguably the most deregulated of • There are a large number of small enterprises (less than 10 employees) and sole traders, (all referred to here as cultural entrepreneurs ) -and these numbers are growing • There is a small but significant number of large enterprises
• There are particularly large concentrations of very small enterprises and sole traders in music, the performing arts, TV, film & radio, and design • There is income generation across a number of areas, including grants, sales/box office and commission/fees • The majority of businesses (excluding sole traders) in the sector have an income from arts and cultural activity of less than £50,000 -and very many have an income of less than £25,000
Furthermore, the UK s cultural sector is unevenly distributed, with 29% of those working in the cultural industries in 1995 residing in London (Arts Council of England 1995).
An hour-glass effect , whereby there are concentrations of people employed in a small number of large enterprises, and a large number of very small ones, has been identified (Hackett 2000) . All sub-sectors show a continuing narrowing in the hour-glass neck, suggesting that employment amongst medium-sized enterprises is in decline across the cultural industries.
CULTURAL ENTREPRENEURSHIP AND THE MUSIC INDUSTRY
Before examining the new model of work attributed to cultural entrepreneurs, this paper considers what and who we mean when using the term in the context of the music industry .
In presenting the findings of the recent NMC s report on the economic value of music to the United Kingdom, it was noted that if you are unable to identify the industry, then you cannot shout about it (Westall 1999 Agents and managers / promoters composer/musician to consumer (Fig.1 ). All stages of the chain are necessary for producing the music product that the end-user is willing to pay for. Depending on whether the music is to be experienced through live performance or through recorded format, however, there are a variety of different businesses involved in the process of adding value: This incorporates the major value-adding (entrepreneurial) business activities of record production, music publishing, artist management, concert promotion, recording services, and some aspect of online music services 6 . Cultural entrepreneurs within the music together account for over three quarters of industry turnover, and the smaller, but far more numerous independents. 6 It is noted that most online music services are concerned with retail / distribution and therefore are not central to this study. Creation and Distribution are also not included within this study. industry are very often involved with more than one of these activities, and so the sectoral boundaries must be treated with some caution. Many record labels have some kind of music publishing activity, for instance. In addition, online music services can be seen to include businesses in a number of the other sectors, as well as retail and distribution 7 .
Distribution Creation
A brief introduction to each sector is presented in Appendix 1.
CULTURAL ENTREPRENEURS -HOW THEY WORK?
In line with most if not all entrepreneurs, those working in the cultural arena are independent in character, working according to their own beliefs and at their own pace.
This independence has been seen as integral to the fostering of entrepreneurial innovation and creativity. It has also given rise to a new model of work being identified, which consists of four key ingredients 8 :
i) A blurring of the demarcation line between consumption and production
Creativity is seen as usually an incremental development that modifies and adapts what has gone before . In this regard, to be a creative producer it helps to be an avid consumer .
ii) A blurring of the demarcation line between work and non-work
Many cultural entrepreneurs say that their best ideas come to them when they are not at work. Leadbeater and Oakley state Finding and justifying this down -time is critical to any creative business. This carries lessons for larger businesses that pride themselves on punishing work schedules for executives that leave little room for thinking and creating new ideas .
iii) The combination of individualistic values with collaborative working
Whilst cultural producers often have core skills that are central to the creative process (e.g. a song-writer or performing musician), they recognise their particular skill is next to useless unless it can be combined with the skills of others They expect to work in teams . 7 The National Music Council produced a comprehensive report on the economic value of music to the United Kingdom -A Sound Performance (1999) -which the authors would recommend reviewing for more detailed information in this area
iv) Being members of a wider creative community
They induce a process of intense rivalry and competition as well as promoting cooperation and collaboration .
In terms of understanding how an independent approach to work might affect the cultural entrepeneurs ability to create beneficial exchange, it was necessary to analyse such an exchange in more detail. The Kingston Business School research on access to finance in the music industry offered the opportunity for this. Whilst from the music business s perspective, finance may be regarded as principally an enabler as opposed to the endproduct, the exchange concerned is based on content for service . This exchange is repeated between artists and their managers, record companies, publishers, promoters, recording companies and the like. It is also, of course, the principal exchange that dominates the dot.com revolution . As such, it would seem an appropriate exchange to analyse. The following section provides some background to the nature of the analysis carried out in the form of in-depth interviews.
METHODOLOGY
Given the strong collective public identity of the music industry, it seemed especially important to understand the extent to which widely held perceptions about the industry s ability, or otherwise, to create exchanges, influence behaviour positively, and to therefore access finance, were sustained in reality. The use of in-depth interviews has been seen to be particularly helpful in situations where research seeks to learn the consensus meanings . Semi-structured interview plans were prepared prior to the interviews themselves, allowing for a degree of informality within the interview, where particular issues of interest could be explored in more detail (see Appendix 2 for an indicative Interview Plan). Interviews usually lasted between 45minutes and 1hour. Content analysis of the transcripts was carried out manually, with particular reference to the four ingredients of cultural entrepreneurial work outlined above.
RADICAL UNCERTAINTY AND THE MUSIC BUSINESS
Uncertainty is a fact of life for all businesses, big and small. Whilst larger businesses may be able to offset uncertainty through their abilities to influence their business environment, smaller businesses tend to be more vulnerable to this fact of business life.
Initial findings of this research suggest that within the music industry there exist generic small business finance issues which contribute to the level of uncertainty experienced, (e.g. unwillingness to trade ownership for equity, information asymmetry, or inability of younger firms to provide level of security required by lender).
In addition, there is a range of factors that when experienced together give rise to what can be seen as radical uncertainty in the face of technological and social change:
Model of Music Industry SME Radical Uncertainty 10 In two cases, the interviewee refused to be recorded and detailed notes were taken during the interview, and written up immediately afterwards
• UNCERTAINTY diminishes trust / confidence in creating exchange across the music industry value chain • Relevance of different factors contributing to UNCERTAINTY will vary depending on stage of development (start-up; development) • A range of factors in the music industry (over and above the generic issues that all small businesses face) conspire to create RADICAL UNCERTAINTY
CULTURAL ENTREPRENEURS AND CREATING EXCHANGE
This paper argues that each of the four ingredients of cultural entrepreneurial work, described above, also contribute in some way to this radical uncertainty. The research undertaken provides some pointers towards reconciling cultural entrepreneurs independence of spirit with those qualities that allow mutually beneficial exchange to take place. The findings are discussed in relation to each of the four ingredients.
RADICAL UNCERTAINTY

i) A blurring of the demarcation line between consumption and production
Whilst creativity has been described as an incremental process, often derived from other people s creativity, the extent to which the cultural entrepreneur is both producer and consumer is perhaps more complicated that at first it would appear. From a marketing standpoint, many theorists maintain that a basic premise of the marketing concept is that The model also shows how by adopting a partnering strategy 14 which capitalises on the skills and strengths of both principal and intermediary and engenders a sense of trust that improves the relationship , one might regard the artists as partners . It would seem, however, that this partnership is not always made on equal terms. This would have the effect of bypassing the management / record companies etc. at a preliminary stage, and lead to far more than a blurring of the demarcation line between consumption and production. The need for cultural entrepreneurs to adopt appropriate partnership strategies is highlighted by the comments made.
ii) A blurring of the demarcation line between work and non-work
It would be fair to say that most cultural entrepreneurs are drawn to the music industry because of their love for the music in the first instance. Where vocation transcends business, the inevitable blurring of the line between work and non-work can be seen in both a positive and negative light. The opportunity for room for thinking and creating new ideas has already been highlighted. However, more negatively, the assumption that music businesses are somehow not serious businesses, that they are frivolous or insignificant, has been a prevalent view that has not been easy to shake off. The public funding debate, for example, has historically polarised on a subjective appraisal of what constitutes high art as opposed to other forms of art. Recently, however, the identification of the so-called cultural consumer , enjoying a rock concert one night followed by an opera the next, has been seen to suggest an increasingly pluralistic nobrow approach to culture (Kolb 2000) .
The importance between striking the right balance between enthusiastic promotion and over-eager selling was an issue raised by a number of respondents:
There is also a perception of people in the music industry that because they are always seen to be selling / promoting, pushing their bands, they are automatically selling, pushing and promoting their business and that all the information you get in terms of prospects is going to be inflated because everyone s got the next great artist ! Professional service provider A significant characteristic of the music industry is its association with youth and therefore, perhaps, inexperience. To some extent this has been compounded by the poor image that some high-profile artists have developed. The following observations are indicative of this potential for mistrust:
A lot of artists have difficulty in getting up in the morning, let alone heading a multinational corporation! Record Company
There may be an automatic reaction by the bank manager to ageyou know, two 19 year old DJs walk in ! Professional service provider
One respondent suggested that the lack of demonstrable success could be linked to the Industry s self-perpetuated mystique :
The music industry is kept mysterious deliberately I think. There is a deliberate effort to keep it mysterious by the Majors because that s an important part of their magic . The role of magic is very important in the Industry.
Artist Manager
The need for cultural entrepreneurs to adopt appropriate promotion strategies is highlighted by these views.
iii) The combination of individualistic values with collaborative working
The expectation of working with others in order to fulfil the individualistic values held by cultural entrepreneurs highlights the importance of effective communication skills. The research highlighted, however, a cultural problem whereby the relationships between the music industry and finance providers were blighted by the inability to speak the same language :
It 
Music Industry Organisation
The Majors dominance of the market was felt to express itself in many ways, including the structure of the charts, the ability to gain airtime on radio, or to receive shopwindow marketing in the major stores. The live music circuit was seen to be destroyed by too much money from the majors : It was suggested that Independent music businesses often face substantial challenges in effectively leveraging their music assets, due to the way in which the industry operates.
Interestingly, despite the us and them culture described above, there remains a strong bond (emotionally and financially) between smaller and larger music businesses.
One owner-manager, who was offered bank finance, explained:
I went to a larger record company because I knew they would be more understanding of the dilemmas of my business and the uncertainty of the business plan. I also knew they could give me access to foreign markets, because they had established foreign territories.
Record Company
The quote is also indicative of a strong flow of investment that circulates within the music industry itself. Thus, rather than looking externally towards a bank or venture capital business, many music businesses seek funding from other music businesses (often the Majors themselves). This self help manifests itself at a variety of levels, including offering studio space in exchange for a share of profits from an album, through to a larger record company / distributor taking a major equity stake in a smaller label. The extent to which there is a choice of finance for SMEs, however, seems to be questioned by several respondents. One interviewee commented:
There are only two forms of finance if you are in this industry -if you are a record company: i) Distributor ii) Major (or larger record company) Music Industry Organisation
The concept of self-help appears to have been taken even more literally by two of the most successful Independent music businesses interviewed, both of which might be regarded as role model businesses by many others. They reported that they had never used any significant degree of external finance, either at start-up or development. As one owner commented, they had relied on selling records! In other words, retained profits and advances / licenses from other music companies had been sufficient. One might suggest, therefore, that cultural entrepreneurs should strive for self-sufficiency over and above the self-help approach that appears characteristic of the Industry.
IN CONCLUSION
promote innovation and creativity and offer lessons to other less enterprising businesses, this paper has demonstrated that such qualities are not easily defined, and carry with them inherent difficulties when attempting to influence behaviour . Although this research relates to only one of the cultural industries, with its particular environment of radical uncertainty , there is a wider message for all cultural entrepreneurs at the heart of the findings: the need to reconcile the virtues of independence with such qualities as appropriate partnership and promotion strategies, effective communication skills and financial self-sufficiency in order to optimise exchange conditions for cultural entrepreneurship. Such a reconciliation demands an unusual ability to combine understanding and experience of financial and management affairs with specialist music knowledge and skills. Further research would usefully identify the extent to which young practising musicians are able to affect this combination, given the increasingly high profile given to enterprise and entrepreneurship at policy level.
